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In accordance with the requirements of Artidc 6243n-l in the state la\v, which govems: the Austin 
Police Retirement Syste-m, an actuarial valuation of the System as of December 31,2001 has been 
completed, 

The results of the December 31, 200! actuarial valuation are described in the Summary section of 
the report. A comparison of the current valuation with the December 31, 1999 voluntion is also 
discussed in this section. The comparative valuation balance sheets are shown in Exhibit L Exhibit 
2 shows a t1ftccn-ycar projection of the growth of the System. Exhibits 3 through 6 summarize the 
System's osscts and development of the actuarial value of assets. Data on both active and retired 
police officers is contained in Exhibits 7 through 11 with Exhibit 12 showing a historical 
comparison of the actuarial accrued liability for the active and retired officers. 

A sununary plan description based on the plan effective September l, 2001 is included as Exhibit 
13. The actuarial methods and assumptions arc described in Exhibits 14 through 19, which include a 
description of the .assumptions that have changed since the prior valuation. Exhibit 20 defines certain 
actuarial temls used in this report The disdosurcs required in accordance with Statement Number 
25 of the Governmental Accounting Standards Board for the System's annual report are in Exhibit 
21. The disclosures required in accordance with Statement Number 27 of the Govemmcntnt 
Accounting Standards Board for the City of Austin's financial statements are included in Exhibit 22. 
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Summary 

Austin Police Retirement System 
Results of December 31, 2001 Valuation 

The valuation balance .sheet as of December 31, 2001, shown in Exhibit I, reveals that the 
plan has an unfunded actuarial accrued liability of $62,786,974 based on audited assets. 
Total contributions of27% of pay, 9% by the police officers and 18% by the City of Austin, 
nrc contributed to the System each year. The normal cost (defined in Exhibit 21) of present 
benefits for each pollee officer is 20.143% of pay. 

Since the 27% of pay contributed on behalf of each police officer is more than the normal 
cost1 the remaining 6.857% of pay can be applied against the plan's unfunded actuarial 
accrued liability. Assuming that the total payroll increases at the rate of 4% per year in 
future years attributable to general wage increases, application of this percentage of payroll 
will cause the unfunded actuarial accrued liability to be amortized in 18.8 years. 

The valuation balance sheets in Exhibit 1 compare the actuarial condition of the plan on 
December 31, 2001 with the condition on December 31, 1999. The valuation as of 
December 31, 2001 is based on the plan provisions effective on September 1, 2001 
(summarized in Exhibit !3). This valuation does reflect ad hoc pensioner COLAs granted 
January I, 2002 but docs not reflect any ad hoc pensioner COLAs which may be granted 
January 1, 2003 or annually thMeaftcr. 1l1e results shown for the December 31, 1999 
valuation include adjustments made to reflect the September I, 2001 statute changes and the . 
ad hoc pensioner COLAs gmntcd effective January 1, 200 l and 2002. 

Between these two valuations. the unfundcd actuarial accrued liability (UAAL) has 
increased by $12,480,260 (from $50,306,714 to $62,786,974). The primary reasons for this 
change, which have offsetting effects, arc as follows: 

l. The general wage increases for officers on October 1, 2000, April 1, 2001, October I, 
200 l and April I, 2002 were 5.4%, 1%, 4% and 4%, respectively. Since the actuarially 
assumed general wage increase was 4% per year, the unfunded liability is 
approximately Sl7,200,000 more than expected. Although the change in the UAAL is 
significant because the pay increases resulted in greater than expected projected 
benefit payments, the aggregate payroll also grew as a result of these pay increases. 
Therefore more contributions wili be made to the fund and the portion of the total 
contributions in excess of the normal cost percentage available to amortize the 
UAAL increases and pnrtiaHy offsets the increasing effect on the amortization period. 
The net effect of the larger than expected pay increases resulted in an increase in the 
amortizution period of 3 years. 

2. The average annual market vaiue rate of return, net of aH expenses, during the two year 
period is estimated at I.2%. However, the actuarial value of assets used in the 
valuation and the detennination of the amortization period is based on an adjusted 
market value. In the last valuation, the actuarial value of assets was less than the 
market value. In the current valuation, the actuarial value of assets is greater than the 
market value because a larger P..Ortion oft he :;,ain in l999 is now recognized while only 

'--------------=-- R«dd and \Visdom.lnc. ---------------' 
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small portions of the relatively small loss in 2000 and relatively large loss in 2001 arc 
now recognized. The resulting average annual rate of return on the actuarial value of 
assets~ net of expenses, as of December 31, 200 i is estimated nt l 0.5% compared to the 
assumed rate of return of 8.25%. Therefore, the actuarial value of assets as of 
December 31, 2001 is larger than expected and caused a decrease in the UAAL of 
approximately S 11 ,200,000 and caused a decrease in the amortization period of 
approximately 5 years. 

3, The change in the actuarial assumption of the assumed rate of investment return from 
8.25% to 8% caused an increase in the UAAL of $8,800,000 and caused the 
amortization period to incrcusc- by approximately 6 years. 

4. Total contributions in excess of those required to pay the annual normal cost decreased 
the UAAL approximately$! 0,400,000. 

5. Interest accumulation on the unfunded actuarial accrued liability during the two year 
period between the valuations had the effect of increasing the UAAL approximately 
58,600,000. 

The balance sheets in Exhibit l indicate that the number of years required to amortize the 
system's UAAL has decreased from 20.3 years as of December 31, 1999 (based on the plan 
provisions effective September I, 2001 and reflecting the previous COLAs provided) to 
18.8 years as of December 31, 2001. Since two years have passed since the last valuation, a 
two~ycar reduction in the amortization period to 18.3 years would be expected if the 
experience of the system had been exactly as anticipated. While the plan's UAAL 
increased for the reasons described above, the change in the actuarial valuation software to 
PROV AL resulted in a lower nonnal cost percentage. TI1erefore, the net result of the 
increase in the CAAL and the decrease in the nonnol cost percentage is an amortization 
period of 13.8 yeors. 

In summary, this valuation reveals that the tangible assets plus future investment income 
received by the System and future contributions that will be provided by the members and 
the City of Austin will be adequate to pay the benefits provided by the state law governing 
the System as of December 31, 2001. In order for the System to have an adequate financing 
arrangement, contributions must be made that are sufficient to pay for the System's normal 
cost and amortize its unfunded actuarial accrued liability over an acceptable period of time. 
Based on the Texas State Pension Review Board guidelines and the actuarial assumptions 
and cost methods used in this valuation, periods of 25 years to 30 years are preferable and 
40 years is the maxlmurn. 

The total contributions of 27% of covered payroll are sufficient to pay for the System's 
normal cost and provide an additional amount that wm result in amortization of the 
unfunded actuarial accrued liability in l 8,8 years. In addition 1 we believe that it is 
appropriate to assume that the police officers and the City will be able to maintain their 
commitment in future years to contribute 9% and 18%, respectively, of compensation into 
the System. Consequently~ we are of the opinion that the System has an adequate financing 
arrangement. 
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Exhibit I 

Austin Police Retirement System 
Actuarial Valuation Balance Sheets 

Actuarial present value of firture benefits 
a. Payabie to those now receiving benefits 

or entitled to receive benefits 
b. Payable to active members 
c. Total 
Actuarial present value of future normal 
cost contributions 
Actuarial accrued liability (Item 1c-ltcm 2) 
Actuarial value of assets 
Unfunded actuarial accnred liability (UAAL) 
(Item 3-ltcm 4) 

Total contributions (percent of payroll) 
Normal cost (percent of payroll) 
Percent of payroll available to amortize 
the UAAL 

Annualized covered payroll 
Present armunl amount available to 
amortize the UA<\L 
Years to amortize the UAAL 

December 31 ~ 
2001 

$126,231,618 
376,344.983 

$502,576,601 

s 155,028,424 
$347,548,177 
$284,761,203 
s 62,786,974 

27.000% 
20.143% 

6.857% 

s 69,706,749 

s 4,779,792 
18.8 Years 

December 31 , 
1999* 

s 105,252,643 
279 564.124 

s 384,816,767 

s 107,596,614 
s 277,220,153 
$226,913,439 
s 50,306,714 

27.000% 
20.203% 

6.797% 

$ 54,695,072 

$ 3,7!7,624 
20.3 Years 

*Reflects plan provisions effective September I, 2001, and COLAs of 3% for pensioners 
effective both January I, 2001 and January I, 2002. 
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Exhibit 2 

Austin Police Retiremcm System 
Fifieeu~l'ear ProjcNion of Present Plan 

MomMy Estimated 
Fund at Contriburious Ncr 1Jencfit /IET/10 Fwui at Ratio of 

Beginning by City and Investment Pnymcllfs DROP End of Fum/ to increase in Year 
Year o(Year Income & Refunds Lump Sums Year Pavments Amount Pcrceut 

1997 s 162,927,075 $ 10,523,302 s 19,784,502 s 7,092,191 $ 205,479 s 185,937,209 25A8 s 23,010,134 14.12% 
1998 185,937,209 12,664,793 20,063,218 8,233,738 879,805 209,551,677 22.99 23,614.468 12.70 
1999 209,551,677 14,048,633 36,935,854 9,221,426 438,297 250,876,441 25.97 41,324,764 19.72 
2000 250,876,441 15,336,155 19,199,820 9,89-1,431 2,046,971 273,471,014 22.90 22,594,573 9.01 
2001 273,471,014 16,914,200 -12,710,942 11,769,207 1,452,390 264A52,675 20.00 -9,018,339 -3.30 

2002 264,452,675 18,820,822 21,251,000 12,845,216 3,605,962 288,073,319 17.51 23,620,644 8.93 
2003 288,073,319 19,573,655 23,065,079 16,090,377 3,002,944 311,618,732 16.32 23,545,413 8.17 
2004 311,618,732 20,356,601 24,920,353 17,677,215 2,908,025 336,310,446 16.34 24,69.1,714· 7.92 

"" 2005 336,310,446 21,170,865 26,854,890 19,335,0•16 3,084,463 361,916,692 16.14 25,606,246 7.61 

"" 2006 361,916,692 22,017,700 28,869,184 21,002,311 3,119,175 388,682,090 16.11 26,765,398 7.40 

2007 388,682,090 22,898,408 30,995,704 22,503,608 2,866,381 417,206,213 16.44 28,52•!,123 7.34 
2008 417,206,213 23,814,344 33,251,886 24,080,79•1 2,848,832 447,3•!2,817 16.61 30,136,604 7.22 
2009 447,342,817 24,766,918 35,614,533 25,975,884 3,113,335 478,6'l5m9 16.45 31,292,232 7.00 
2010 478,635,049 25,757,595 38,054,255 28,086,286 3,585,041 510,775,572 16.13 32,140,523 6.72 
2011 510,775,572 26,787,899 40,547,988 30,308,591 4,330,751 5,!3,472,117 15.69 32,696,545 6.40 

2012 543,472,117 27,859,415 43,115,152 32,404,448 4,520,405 57"/,521,831 15.64 34,049,714 6.27 
2013 577,521,831 28,973,792 45,808,094 34,324,901 4,490,215 613,488,601 15.81 35,966,770 6.23 
2014 613,488,601 30,132,744 48,694,362 36,038,071 3,712,823 652,564,813 16.42 39,076,212 6.37 
2015 652,564,813 31,338,054 51,805,862 37,895,011 3,426,117 694,387,601 16.80 41,822,788 6.41 
2016 694,387,601 32,591,576 55,123,529 39,875,727 3,402,823 738,824,156 17.07 44,436,555 6.40 

A, Dat.1lor Y'-'lltS1W/ thrcugh 2001 Vii!$ t:tk:cn frvm the 11nnua~ r;;ports for those yei!.n. Fund bali:tnr-e at bt&iru'l.ing ;:,nd end nf >""·,r rdh>ct th.c rrurket vahH' of th~ sy~lllm's 4Ssds, 
lk Assumptions for years :!002 thrcvgh ::Wi6: 

1, Bendilsan.• aSsumed towmmeru:e inat:eord;~ntewlth lhe derrwgr<~phic 4. ltwestni(·J:lt i:o;:om~ (n.-t of <'Xprrts<'s) wm be 8% o.f the n.vf!r,lg(.' lund b;~l:mce 

assumpti-ons used in this Deco:>tnlK'r 31,2001 actunrlal ,.,,lllatim~. in each yeM, 
2. Contributions will be 9% of po:ty by the membr:r$ and 18% o[ pay by the dty. S. A 3% ad hoc COLA for p<:n$lonen; <'S of J;muary 1, 2002 ll'a$ ~dk'\:t.m but no 
3. Pay, covered p.1yroll ,\nd r:ontributions ICI tlw sytt~·m 1viU incn:.>.1se 4% per yc~r. :~d l'loc COLAs were Msumed beginning Janu.1r)' 1, 2003 or th<:"t<'.lit.:-r. 

Rudd und \lVis:dom, lnc. 



Exhibit 3 

Austin Police Relirement System 
Market Value of Assets as of December 31, 2001 

Assets 

Investments 
Corporate Stocks 
International Stocks 
Real Estate Interests 
Short-Term Investment Funds 
U.S. Government Securities 
International Securities 
Corporate Bonds 
Partnership Interests 
Total Investments 

Other Assets 
Cash 
Interest and Dividends Receivable 
Contributions Receivable 
Fixed Assets 
Other Assets 
Total 

Total Assets 

Liabilities 

Contributions Refundable 
Other Liabilities 

Total Liabilities 

Net Market Value of Assets 
(Assets Minus Liabilities) 

s 105,806,557 
51,736,728 
42,177,893 
13,747,879 
28,926,494 

2,576,526 
10,867,246 
6,631,912 

$262,471,235 

$ 163,075 
1,058,419 

788,591 
493,097 

4052 
s 2,507,234 

$ 261,9I8.:1Ji2 

47,231 
478,563 

'---------------- Rudd and \Visdoro, Inc. --------------..l 
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Exhibit 4 

Austin Police Retirement System 
Comparison of ftfarket Value Asset Allocation as of the Prior and Current Actuarial Valuation Dates 

December 3 I, 200 I 

International 
Stocks 
20% 

Government 
Sec.& Bonds 

16% 

Domestic 
Stocks 
40% 

Cash& 
Equivalent 

6% 

Real Estate 
& Partnerships 

18% 

December 31, 1999 

International 
Stocks 
23% 

Government 
Sec.& Bonds 

15% 

Domestic 
Stocks 
40% 

Cash& 
Equivalent 

4% 

Real Estate 
& Partnerships 

!8% 
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Exhibit 5 

Austin Police Retirement System 
Development of • ..Jctuarial 'Value of Assets 

Calculation of2001 Actuarial bn'estment Gabti(Loss) 

Market Value of Assets as of December 31,2000 
2001 City of Austin Contributions 
2001 Officer Contributions 
2001 Benefit Payments and Contribution Refunds 
Expected Investment Return at 8.25% during 200 I 
Expected Market Value of Assets as of December 31, 2001 
Actual Market Value of Assets as of December 31, 200 I 
2001 Actuarial Investment Gaini(Loss) 

Calculation of2000 Actuariallttvestmeltt Gaiui(Loss) 

Market Value of Assets as of December 31, 1999 
2000 City of Austin Contributions 
2000 Officer Contributions 
2000 Benefit Payments and Contribution Refunds 
Expected Investment Return at 8.25% during 2000 
Expected Market Value of Assets as of December 31,2000 
Actual Market Value of Assets us of December 31, 2000 
2000 Actuarial Investment Gaini(Loss) 

HiStory of Actuarial Investment Gaiusi(Losses) 

Total Deferred 
Year Gain!( Loss) Percentage 

2001 $ (35,421,602) 80% 
2000 (I ,634,745) 60 
1999 19,999,541 40 
1998 5,048,924 20 

Actuarial Value of Assets 

Market Value as of December 31, 2001 
Deferred Gain/(Loss) to be Recognized in Future 
Total 

80% of Market Value as of December 31,2001 
120% of Market Value as of December 31, 2001 

Actuarial Value as of December 31,2001 

$ 273,471,014 
11,178,204 
5,735,996 

{13,221,597) 
22,710.660 

s 299,874,277 
264,452,675 

s (35,421 ,602) 

$ 250,876,441 
10,046,065 
5,290,090 

(11,941,402) 
20,834,565 

s 275,105,759 
273471014 

$ (1,634,745) 

Deferred 
Gaini(Loss) Amount 

as of December 3 L 2001 

s (28,337,282) 
(980,847) 

7,999,816 
1.009 785 

s (20,308,528) 

$ 264,452,675 
-(20,308,528) 
284,761,203 

211,562,140 
317,343,210 

s 284,761,203 

L-------------- R<Jdd und Wisdom, Inc.--------------' 
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Exhibit 6 

Austin Police Retirement System 
Hislorical Comparisons of ftfarket and Actuarial Asset Values 

(ValualiOJI as as of December 31) 

$ in Millions 

1993 1995 1997 1999 

!•Market Value DActuarial Value I 

2001 

L----------------- Rus!dund Wisdom. Inc.-----------·---------' 



Years 
of Under 

Scrvis:c .J.!L 20-24 

0 0 12 
l 0 !9 
2 0 2 
3 0 0 
4 0 0 

s 0 0 
6 0 0 
7 0 0 
8 0 0 
9 0 0 

10 0 0 
11 0 0 
12 0 0 
13 0 0 
14 0 0 

15 0 0 
16 0 0 
17 0 0 
18 0 0 
19 0 0 

20-24 0 0 
25-29 0 0 
30-34 0 0 
35-39 0 0 
40~4 0 0 

45~9 0 0 
.SO+ Jl Jl 

T m:!ls 0 33 

Aver.lge 
Mon!.hly 
Sabry so S2,999 

Exhibit 7 

Austin Police Retirement System 
Distriburiotz of Police Officers by Age and Service 

Attained A e 

25~29 31}..34 35-39 40-44 4549 5~54 55-59 

25 9 2 3 0 0 0 
50 29 ll 6 0 0 0 
21 !6 3 2 0 0 0 
37 37 21 4 0 I 0 
36 38 16 3 2 0 0 

29 2& 8 1 0 0 0 
8 

,, ,_ 12 0 1 0 0 
5 35 24 6 1 0 0 
0 29 18 6 1 0 0 

18 30 !4 3 0 0 

0 ll ll 6 I 0 0 
0 9 30 15 6 0 0 
0 0 1 0 0 0 
0 0 13 4 5 1 0 
0 0 10 3 I 0 0 

0 0 16 26 6 1 
0 0 15 34 9 1 
0 0 2 28 II 4 0 
0 0 I 25 17 3 0 
0 0 0 1 I 0 0 

0 0 0 25 102 34 5 
0 0 0 0 20 30 4 
0 0 0 0 1 4 I 
0 0 0 0 0 0 1 
0 0 0 0 0 0 0 

0 0 0 0 0 Q 0 
Jl Jl Jl Jl Jl Jl Jl 

2!2 294 244 212 189 79 ll 

53,564 $3,977 S4,4i0 S5,I37 S5,67S $5,883 $5,978 

··~·-····--
6$ or 

6()-64 ~ Total 

0 0 51 
0 0 liS 
0 0 44 
0 0 100 
0 0 95 

0 0 66 
0 0 56 
0 0 71 
0 0 54 
0 0 66 

0 0 29 
0 0 6l) 

0 0 2 
0 0 23 
0 0 14 

0 0 50 
0 0 60 
1 0 46 
0 0 46 
0 0 2 

0 0 166 
0 0 54 
0 0 6 
0 0 1 
0 0 0 

0 0 0 

Jl Jl Jl 

1 0 1277 

$5,099 0 S4,549 

'--------------- Rudd and Wisdom, Inc, ---------------' 
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Exhibit 8 
Auslin Police Retirement ,))•sfem 

Historical Summary of Growth iu Number of (.(mtributing ftfembers 

9!0 960 .. 

198019821984198619881990199219~1996199820002002 

Average annual increase over: 
6-ycarperiod 1996-2002; 4.9% 

10-ycar period 1992-2002: 4,7% 
20-ycar period !982-2002: 4.2% 

L------------------ l{wld and \Vtsdom.lnc. -----------------·---' 



Male Officers 
88% 

Exhibit 9 
Atlstin Police Relirement .\'ysiem 

Breakdown by Sex of Number of Officers aud Averuge Amtual Rate 
of Pay as Reportetlfor tile December 31.2001 Valuation 

Female Officers 
12% 

$55,000 

$50,000 

$45,000 

$40,000 

$35,000 

$30,000 
Male Female Total 

L------------------- Rudd oml \Visdom. Inc.--""--"----···-·-----------' 
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Joint and 50% 
6°/o 

Joint and 
Two-Thirds 

II% 

Surviving 
Beneficiary 

8% 

Vested 
Tcnninations 

3% Other 
2% 

Exhibit 10 

Austin Police Retirement System 
Breakdown of Pensioners by Type ami Amwi(l' Option 

Joint and I 00% 
24% 

Level Income Options _______ , 
22% 

Straight Lire 
24% 
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Exhibit ll 

Austin Police Retirement System 
Summary Data of Active Police Officers a11d Pensioners 

as Reported for t!Je December 31, 2001 Valuation 

Active Police Officers Male Female 

Total Contributing Poiice Officers l '125 152 

Annualized Reported Paymll $61,268,670 58,438,079 

Averoue Annual Rate of Pay $54,461 ~55,514 

--· ~-·· ... -

Monthly 
Pensioners Number Pa;ment 

Service Retirements by Type of Annuity 
Straight Life 70 S253,465 
Joint and I 00% 69 249,791 
Joint and 50% 16 65,464 
Joint and Two~ Thirds Beneficiary 32 123,686 
Joint and Two-Thirds Last Survivor l 4,!60 
Level Income Straight Life 18 66,251 
Level Income Joint and Two-Thirds 32 102,654 
Level Income Joint and i 00% 12 48,707 
Fifteen Year Certain and Life 2 7 594 

Total Service Retirements 252 921,772 

Disability Retirements 3 5,267 

Surviving Beneficiaries 24 75,949 

Vested Terminated Officers I _ill 
l 

15,9951 

' 

Total 

1,277 

$69,706,749 

S54,586 

Actuarial 
Present Value 

of Benefits 

S31 ,632,659 
34,702,603 
7,933,643 

16,005,229 
513,227 

6,551,255 
11,831,809 
5,903,290 

961 117 
116,034,832 

598,242 

8,797,009 

_j!Jll,535 

I 
Total 289 $1,018,983 i $126,231,618 

I 
I 
' 
' ' 
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Exhlblt 12 
Austin Police Refire men! .)'t,stcm 

llb;lorical Comparisons of Actuarial Accrued Littbili{r/or Active Officers and Pensioners 
(Present Piau Valuations fiS of December 31) 

$ in Millions 

1993 1995 1997 1999 

I DActivc Officers •Pensioners I 
200! 
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Effective Date 

January 1, 1980 

Exhibit 13 

Austin Police Retirement System 
Summary Plan Description 

Effective Date o[Jlfost Recent Amendment 

September 1, 2001 

Administration 

The fund is administered by a retirement board consisting of 11 members. Funds arc held 
by the retirement board, as trustee. 

Employees Included 

All regular and permanent full-time police officers or cadets who are employed by the 
police department. In addition, employees of the police system's administrative staff are 
also included. 

Employee Contributions 

9% of each police officer's "Compensation Considered". 

City Contributions 

IS% of "Compensation Considered11 for all "Employees Included" effective as of October I, 
1996 and thereafter. 

Service Considered 

The number of months during which a member is required to make and does make 
prescribed contributions plus any creditable service received as a result of the provisions for 
establishing credit for certain military service, cadet service, probationary service following 
the commission date when no contributions were made or reinstating previously forfeited 
serv1ce. 
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Compensatio1z Considered 

Exhibit 13 (continued) 

Austin Police Retirement System 
Summary Plan Description 

Basic hourly earnings consisting of base pay and longevity pay. 

Average Final Compensation 

The highest monthly average of the "Compensation Considered" for 36 months of the last 
!20 months during which the member contributed to the system or during the months of 
service for which he did contribute, if less than 120. 

Normal Retirement Date 

The first day of the month following the earliest month in which (a) the member has 
completed at least 23 years of creditable service not reflecting any military service credit; or 
(b) the member has attained age 55 and completed at least 20 years of creditable service; or 
(c) the member has reached age 62. 

Normal Service Retirement Benefit 

A member is eligible for a nonnal service retirement benefit after having reached his 
normal retirement date. The monthly annuity, payable as a life annuity (modified cash 
refund), is 3.00% of "Average Final Compensation" multiplied by years and months of 
~~service Considered. n 

Disability Be11ejit 

A member is eligible for a disability benefit at any age provided he has completed ten years 
of service, because of total and permanent disability from any cause. A member with less 
than 10 years of service is also eligible for a disability benefit if his disability is total and 
permanent and is the result of his duties as a police officer. The annuity is computed 
considering service and compensation to date of disability; however, not less than 20 years 
of service win be used for an occupational disability. 
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Death Beuefits 

Exhibit 13 (continued) 

Austin Police Retirement ::,}stem 
Summary Plan Description 

If death occurs before eligibility for retirement, the member's beneficiary receives a benefit 
equal to twice the accumulated member contributions made plus allowable interest. 

If death occurs before retirement but after eligibility for retirement and the member had 
elected an optional annuity, the member's beneficiary will be entitled to a monthly annuity 
calculated as ifthc member had retired at the end of the month in which he died. A $7,500 
lump-sum death benefit is also payable to the beneficiary. 

If death occurs before rctlrcment but after eligibility for retirement and prior to selection of 
an optional annuity and, if the member leaves a lawfully married spouse surviving, then the 
surviving spouse may select an optional annuity or select a lump sum benctit equal to t\vice 
the accumulated member contributions made plus allowable interest. If the lawfully 
married surviving spouse dies before ha•ring received benefits equal to the umount of 
accumulated member contributions, the excess of such accumulated deposits over the 
benefits actually recelved wil1 be refunded in one sum to the member's estate. If the 
member leaves no surviving spouse, then the member's designated beneficiary, or if no 
beneficiary exists, the executor or administrator of the estate, may select either the Fifteen 
Year Certain and Life Annuity or a lump sum benefit equal to twice the accumulated 
member contributions made plus al1owable interest If an optional annuity is selected in lieu 
of a lump sum benefit, a S7,500 lump sum death benefit is payable to the beneficiary. 

If death occurs after retirement, the member's beneficiary receives a benefit equal to the 
excess~ if any, of the accumulated member contributlons plus allowable interest over the 
benefits actually received. A $7,500 lump-sum death benefit is also payable upon the death 
of a retired member. Under certain optional pension forms the beneficiary will also be 
entitled to receive a monthly annuity for life or for the remainder of a cet1ain period. 

Vested Be11ejit 

If the member has l 0 years of service, he may elect to leave his accumulated deposits with 
the retirement system. He will be entitled to a deferred benefit commencing at the nonnal 
retirement date based upon his service and compensation prior to termination. 
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Termiltatiou of Employment 

Exhibit 13 (continued) 

Austin Police Retirement System 
Summary Plan Description 

A member terminating employment for reasons other than service retirement, disability 
retirement or death will receive an amount equal to his contributions to the retirement 
system and accumulated interest Interest will be credited at the end of each calendar year 
at a rate determined by the system's board of trustees on the member's beginning-of-year 
account balance. 

Optional Payments 

A retiring member may elect an optional form of annuity payment rather than the standard 
Ufe Annuity. Such options are a Joint and 100% to Survivor, Joint and 50% to Survivor) 
Joint and Two-Thirds to Survivor, Joint and Two-Thirds to Last Survivor or 15-Year 
Certain and Life Annuity. 

A retroactive deferred retirement option plan (RETRO DROP) can also be elected by 
retiring members meeting certain eligibility requirements. This option provides the member 
with a monthly annuity and a lump sum. The RETRO DROP benefit computation date 
elected by the member may not be earlier than the date the member completed 23 yearS of 
creditable service not reflecting any military service credit or may not be earlier than 36 
months prior to the date of retirement. 

Postretirement Cost-of-Living Increases 

The Board may authorize an annual cost-of-Jiving adjustment, subject to actuarial approval~ 
not to exceed 61-!lo per year. Postretirement benefit increases will automatically be provided 
when the system's benefit formula as a percent of average compensation for yearS of service 
mcreases. 
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Exhibit 14 

Austin Police Retirement System 

Summary of Actuarialll!etltods a11d Assumptions 

I. Actuarial Cost Method 

2. Amortization of Unfunded 
Actuarial Accrued Liability 

3. Asset Valuation 

4. Investment Rel\lm (Interest Rate) 

5. Inflation4% per year 

6. Salary Increase Due to 
General \Vage Increase 

7. Salary Increase Due to 
Promotion and Longevity Increases 

8. Total Salary Increase 

9. Interest Credited on Officer's 
Accumulated Contributions 

I 0. Mortality 

a. Active 

b. Retired 

c. Disabled 

11. Retirement Rates 

12. \Vithdrawal Rates 

13. Disability Rates 

Entry Age Actuarial Cost Method 

The unfunded actuarial accrued liability is assumed 
to be funded by level percent contributions of 
employee payroll based on annual payroll growth of 
4% per year due to general wage increases. 

Gains and losses in the market value of assets. 
based on the difference between the acl\lal rate of 
return and the assumed rate of return, are 
recognized in the actuarial va)ue over five years. 
The actuarial value will not be less than 80% or 
more than 120% of the market value of assets. 

8.0% per year, net of expenses 

4% per year 

2.8% per year average. See Exhibit 16 for the 
promotion and longevity only salary increases by 
year of service. 

6.8% per year average. Sec Exhibit 16 for the total 
salary increases by year of service. 

5%peryear 

UP-1994 Mortality Tables for males and females 
with no projections 

UP-1994 Mortality Tables for males and females 
with no projections 

85% of 1965 RRB Disabled Annuitants Mortality 
Table 

Expected average retirement age of 52.5. See 
Exhibit 17 for age-related rates. 

Expected average annual number of terminations 
with a refund of contributions of 27.8 per year 
based on the officers included in the December 31, 
200 I valuation. See Exhibit 18 for service-related 
rates. 

See Exhibit !9 for age-related rates. 
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Exhibit 15 

Austin Police Retirenu:mt System 
Changes in Actuarial Illethods and Assmnptimts 

December 3 I, 200 I December 31, 1999 
Actuarial Assumption Actuarial Assumption 

Investment Return 
(Interest Rate) per year, 
net of expenses 8.00% 8.25% 

Salary Increase due to 2.8% per year average 2.6% per year average 
Promotion and 
Longevity (Primarily 

(See Exhibit 16) (Sec Exhibit !6) 

Step) Increase 

Salary Increase Total 6.8% per year average 6.6% per year average 

Rates which produce an Rates which produce an I Retirement Rates 
average expected retirement avero.ge expected retire-

age of 52.5* (Sec Exhibit 17) mcntiRETRO DROP age of 
50.6* (~':'':'Exhibit 17) 

* Based on those officers included in the December 31,2001 valuation. 

' 

I 
' 

' 
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Exhibit 16 

Austin Police Retirement System 
Salary Rate oflncreasefrom Year t-1 to Year t 

Used in December 31, 200 I UsedinDeeember31, 1999 
Actuarial Valuation Actuarial Valuation 

Salary Increases Due to Salary Increases Due to 
Promotion and Promotion and 

Year of Longevity Longevity 
Service t Increases Total Increases i Increases T otallncreases 

I 18.0% 22.0% 13.8% 17.8% 
2 11.2 15.2 14.9 18.9 
3 5.8 9.9 8.5 12.5 
4 0.9 4.9 0.9 4.9 
5 0.9 4.9 0.9 4.9 

6 7.1 11.1 5. I 9.1 
7 0.5 4.5 0.5 4.5 
8 0.5 4.5 0.5 4.5 
9 0.5 4,5 0.5 4.5 
10 7.1 11.1 7.1 11.1 

11 0.3 4.3 0.3 4.3 
12 0,3 4.3 0.3 4.3 
13 0.3 4.3 0.3 4.3 
14 7.! ll.l 7.1 11.1 
15 0.2 4.2 0.2 4.2 

16 7.2 11.2 0.2 4.2 
17 0.2 4.2 0.2 4.2 
18 0.1 4.1 7.0 11.0 
19 0.1 4.1 0.1 4.1 
20 0.1 4.1 0.1 4.1 

21 0.1 4.1 0.1 4.1 
22 

. 
0.1 4.1 0.1 4.1 

23 0.1 4.1 0.1 4.1 
24 0. I 4.1 0.1 4.1 
25 0.1 4.1 0.1 4.1 

26-45 0.0 4.0 0.0 4.0 
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Exhibit 17 
Austin Police Retirement System 

Sen•ice Retirement Rates Per 11000 Members 
rr==r~~~~~~~~~~ 

Used In Analysis ofLcgislalivc Changes Effective 
St:ptembcr 2001 for Dcc\!mbcr 31 f 1999 

~--- Actuarial Vahmtion 
Entrv Al~l.! Grou 12 For :ntrv At cs : and 

Age 
! ';'._{Iii. 23-27 28-32 Age 33-37 38-42 

n& 43& 
Under 23-27 28-32 33-37 1 38-42 Over 

43 
44 

45 
46 
47 
48 
49 

50 
5! 
52 
53 
54 

55 
56 
57 
58 
59 

60 
6! 
62 
63 
64 

500 
500 

500 
500 
500 
500 
500 

500 
500 
500 
500 
500 

(,()() 

600 
600 
600 
600 

1000 

500 
500 

400 
400 
400 
400 
400 

500 
500 
500 
500 
500 

1000 

500 
500 

325 
325 
350 
350 
350 

600 
400 
300 
300 300 
300 ! 300 ' 

!000 1000 325 
325 
350 800 
350 400 
350 400 

_0-~· ..... -·---c·.L---:L--:-l-.2!-"0"'004---'!-"0"'00!_ 
Overall Weighted Average Expec~ed 

Retireuumt/RETRO DROP Age { 50.6 

23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 

40 
41 
42 

250 
300 
500 
500 
500 

500 
500 
500 
500 
500 

600 
600 
600 
600 
600 

250 
300 
400 
400 
400 

500 
500 
500 
500 
500 

500 
500 

woo' 

250 
300 
350 
400 
500 

500 
500 

!0002 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

200 
250 
300 
350 
500 

!000 500 
350 
350 
350 
350 

65 1000 

SO() 
400 
400 

1000 

52.5 
1 Arldition::tl :tssumptions include 75% of tho~e retiring ::~lkt the firsE year dil;llbk !D rdirc will elect the RETRO DROP ami :~rc assumed to elect the maxin1llm RETRO DROP period o!lOI\'Oiblc. 
~ 100% rcllr.:ment rate will be dfe~tiv.e :It ar,t 60 ifrurlkr. 
l Bil5cd on Dr<:J:mber 3!, 1001 otllccr da1a. I L-------------------- Rudd ond \VJS<lom, Inc.~-------------------_; 



Exhibit 18 

Austin Police RetiremetU System 
Withdrawal Rates Per 1,000 Members* 

Years of Service Withdmwal Rates 

0 lOO 
I 20 
2 20 
0 20 ~ 

4 20 

5 20 
6 20 
7 20 
8 20 
9 I 20 

10 20 
II 17 
12 14 
13 10 
14 5 

15 0 
16 0 
17 0 
I& 0 
19 0 
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Age 

20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

Exhibit 19 

Austin Police Retirement System 
Disability Rate~; Per 1,000 :Hemhers* 

Disability 
Rates Age 

0.14 40 
0.15 4! 
0.16 42 
0.!7 43 
0.18 44 

0.19 45 
0.21 46 
0 ?' ·-" 47 
0.25 48 
0.28 49 

0.31 50 
0.35 51 
0.40 52 
0.45 53 
0.49 54 

0.52 55 
0.54 56 
0.57 57 
0.62 58 
0.73 59 

60 
61 

62 and later 

Disability 
Rates 

0.92 
1.14 
1.32 
1.48 
1.73 

2.09 
2.55 
2.98 
334 
3.62 

3.79 
3.92 
4.04 
4.24 
4.56 

4.90 
532 
5.86 
6.60 
7.53 

9. II 
11.72 
0.00 

* Rates are for disability due to all causes, and occupational disability rates are assumed to 
be 55% of at! cause rates. 
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Exhibit 20 

Austin Police Retirement System 
Deji1ritions 

l. Actuarial cost method - A procedure for determining the actuarial present value of 
pension plan benefits and for developing an actuarially equivalent allocation of such 
value to time periods in the fonn of a normal cost contribution rate and n.n a<:tuarial 
accrued liability. 

2. Actuaria//y equivalent~ Of equal actuarial present value, determined as of a given date 
with each value based on the same set of actuarial assumptions. 

3. Actuarial present value - The value of un amount or series of amounts payabie or 
receivable at various times in the future~ determined as of a given date (the valuation 
date) by the application ofthe actuarial assumptions. 

4. Entry Age Actuarial Cost Metlwd- A method under which the actuarial present value 
of projected benefits of each individual included in the valuation is allocated on a level 
basis over the earnings of the individual between the entry age and assumed exit. Entry 
age is calculated as the difference between the attained age and the years of service 
credit as of the valuation date. Service is assumed to be continuous. 

5. Normal cost cmuribmion rate- That portion of the actuarial present value of benefits' 
which is allocated to a valuation year by the Entry Age Actuarial Cost Method. It is 
expressed as a percent of compensation and is equal to the actuarial present value at 
hire of projected benefits divided by the actuarial present value at hire of anticipated 
future compensation. It is calculated for each individual and summed for the entire 
group. 

6. Actllarial accrued liability - That portion, as determined by the Entry Age Actuarial 
Cost Method, of the actuarial present value of benefits which is not provided for by 
future normal cost contributions. 

7. Unj1111ded actuarial accrued liability- The excess of the total actuarial present value of 
future benefits over the sum of the tangible assets and the actuarial present value of 
future nonnnl cost contributions. 

8. Actuarial value of assets - The value of cash, jnvestrnents, and other property 
belonging to a pension plan, as used by the actuary for the purpose of an actuarial 
valuation. 

9. Actuarial gain or loss- A measure of the difference bet\veen actual experience and that 
expected based upon a set of actuarial assumptions. during the period between two 
actuarial valuation dates. 
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Exhibit 21 

Austill Police Retiremem System 
Disclosures iu Accordance with GASB Statement No. 25 

Required Supplementary Information 
for the System's FiJtancial Statemeuts for Fiscal Year 

Emling December 31, 2001 

I. Schedule of Funding Progress 

Entry Age 
Actuarial Actuarial Accrued Unfunded Annual 

UAALasa 
Percentage 

Actuarial Value of Liability AAL Funded Covered ofCovered 1 

Vaiuation Assets (AAL) (UAAL) Ratio 
, 

Payroll· 
Datc

1 
(a) (b) (b. a) (alb) (c) 

! 1213li97'"' S 168,60 I ,584 $222,703,396 $54,101,812 75.7% $47,188,812 
j 213 Ii993

'
3 226,913,439 ,.7 s·o 16' 30,936,723 88.0 54,695,072 ..... ), } ) l -

!2131/01 3
'
6 284,761,203 347,548,!77 62,786,974 81.9 69,706,749 

.~ 

11lw System has bienni[l\ valuations. 
:nu: covered p>~)TOll is bsd on the <1.'11\UJ! r.:J!C of base PJY[l:Jd longe.,.ity p;~y as oflhc valu:11ion dale, 
'Economic and Ccmogrilphic Msumptions w<.:rc revised. 
4(h;mgcs in p~an bt:nd'if provisions \VCfC cffcc!IVC Sv:c;nlx;; i, 19'}7_ 
lCkmg.cs in p-l:m b~":ld'it provis:ons. wt.-rc cffc-cliYt Scplcmber l, IS-99. 
"Ciungcs in phm benefit provisions were effcc:ive St:p1cmber l, :WOI. 

11. Schedule of Employer Contributions 

Annual 
Contribution 

Plan As a Fixed Annual 
Year Ended Percentage of Required 

December 31 PU}TOII
1 

Contribution
2 

1996 !6/18% $ 6,154,935 
!997 18 6,952,258 
!998 IS 8,254,861 
1999 18 9,288,148 
2000 18 10,046,065 
2001 !8 !1,!78,204 

Percentage 
Contributed 

100% 
100 
100 
100 
100 
100 

\Vhen two pcn:cmagcs are thown for a yc:;r, the first ont w.:JS .t::T<:ctive fer the mcr:t.1s January 
through September, and the second on¢ WilS cfi(::::tivc for the months October t!:m:mgh OtX:cmber, 

1-he Mnt:a! required contribution is based or. a~.~ual co~·cred payrolL 

Payroll ' I 
((b- a)/c) I 

i 
114.6% ~ 

' ' 56.6 I 
90.! I 
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Exhibit 21 (continued) 

Austin Police Retirement System 
Disclosures iu Accordance with GASB Statement No. 25 

Req11ired Supplementary Information 
for the System's Financial Statements for Fiscal Year 

Ending December 31, 20111 

III. Notes to Required Supplementary Information 

The information presented in the required supplementary schedules was determined as part 
of the actuarial valuations at tbe dates indicated. Additional information as of the latest 
actuarial vaiuation follows. 

Valuation date 
Actuarial cost method 
Amortization method 
Remaining amortization period 
Asset valuation method 
Actuarial assumptions: 

Jnvestmcnt rate of return, net 
of expenses, compounded annualJy 

Projected salary increases including 
promotion and longevity 

Inflation rate per year 
Postretirement cost~of~living adjustments 

December 31,2001 
Entry Age 

Level percentage of projected pa)'TOII, open 
18.8 years 

5~year smoothed market value 

8.0% 

4.0% to 22.0% per year, averaging 6.8% 
4% 

None 

IV. Actuarial Information Needed for Notes to the Financial Statement 
as Required by Paragraph 32 of GASB 25 (Additional Information 
Required by Paragraph 32 Should be Provided by the System's 
Auditors) 

A. PLAN DESC!UPT!ON 

The Board of Trustees of the City of Austin Police Retirement System is the 
administrator of a single-employer defined benefit pension plan. The System is 
considered part of the City of Austin's financial reporting entity and is included in the 
City's financial reports as a pension trust fund. 

The System was originally established in 1979 by a City Council ordinance. 
Effective August 1991, the System is governed by state law with plan amendments 
made by the Legislature of the State of Texas. The System provides retirement, 
death, disability and withdrawal bencfi\5. Benefits vest after 10 years of credited 
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Exhibit 21 (continued) 

Ausrin Police Retirement System 
Disclosures in Accordance wiilz G'ASB Stateme!lt No. 25 

Required Supplementary biformatian 
for tlte System's Financial Statements for Fiscal Year 

Emling December 31~ 2001 

service. Participants may retire \Vith 23 years of service excluding any military 
service credit regardless of age, or at age 55 with 20 years of service or at age 62. The 
monthly benefit at retirement is payable as a life annuity (modified cash refimd}. As 
of December 31,2001, the monthly benefit is equal to 3.0% of the highest 36-month 
average salary multiplied by years and months of service. Effective September 1, 
200 I, the RETRO DROP provisions were changed to require rhat a participant must 
have 23 years of creditable service with the retirement system excluding any military 
service credit on the date the participant elects for the RETRO DROP benefit 
computation date. 

Distributions to officers or their beneficiaries arc also available in the event of total 
and pennanent disability, provided the officer has completed 10 years of service or 
the injury was sustained during the perfOrmance of cmplo)'ment duties, or upon 
death. The terms of benefit payments arc determined by certain elections made by 
the officer, their level of earnings and length of service. Payments to officers or their 
beneficiaries may be increnscd or decreased annuaHy on an ad hoc basis by the 
amount of increase or decrease in the Consumer Price Index 1 limited to 6% per year, 
and subject to the approval of the Retirement Board and the actuary. 

Participating members in the System include full-time police officers and cadets 
employed by the police department of the City and employees of the System. The 
following membership status of the System was reflected in the actuarial valuation as 
ofDcccmber3l, 2001: 

Retirees and beneficiaries currently receiving benefits (279) 
and terminated employees entitled to future monthly 
benefits (I 0) 

Current participating members 

Total 

'----------------- Rudd und \Visdom.lnc. ----
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Exhibit 21 (continued) 

Austin Police Retirement 5)1stem 
Disclosures in Accordmzce with GASB Statement iVo. 25 

Required Supplementary biformatiou 
for the System's Financial Statements far Fiscal Year 

Euding December 31, 2001 

B. CONTRJBUTIONS 

The System is funded by biweekly contributions from the basic compensation, 
consisting of base pay and longevity pay, of police officers and by contributions from 
the City. Under the provisions in effect on December 31, 2001, participants are 
required to contribute 9% of their basic compensation to the System, The City is 
required to make contributions equal to 18% of basic compensation and may 
nuthorizc additional contributions. 

The City contribution rate is required by the state law governing the System as of 
December 31, 2001 and may be changed by amendment made by the Legislature of 
the State of Texas. The participant contribution rate must be at least 6% bnt was 
increased to 9% effective October 1993 by a recommendation of the Retirement 
Board and an approving vote of the participating members in accordance with the 
state law goveming the System. The participant contribution rate may be changed by 
amendment made by the Legislature of the State of Texas or by appropriate actions of 
the Board and the participating members in accordance with the srate law governing 
the System. 

While contribution requirements are not actuarially determined, state law requires 
that each plan of benefits adopted by the System must be approved by a qualified 
actuary. The actuary certifies that the contribution commitment by the police officers 
and the City provides an adequate financing arrangement. Using the entry age 
actuarial cost method) the System's normal cost is determined as a percentage of 
payroll. The excess of the total contribution rate over the normal cost rate is used to 
amortize the System's unfunded actuarial accrued liability, and the number of years 
needed to amortize the System's unfunded actuarial accrued liability is determined 
using an open, level percentage of payroll method. Based on the actuarial valuation 
as of December 31, 2001 and the Plan provisions at rhat date, the normal cost was 
20.143% of pay and the amortization period was 18.8 years. 
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Exhibit 22 

Austin Police Retirement System 
Disclosures in Accordance with GASB Statement No. 27 
;Votes to lite Financial Statements for tile City of Austin 

for the Fiscal Year Ending September 30, 2002 

I. Annual Pension Cost 

For the fiscal year ending September 30, 2002, the City's annual pension cost of$ * 
for the Austin Police Retirement System was equal to the City's required and actual 
contributions. \Vhiic the required contributions were not actuariaHy determined but were a 
fixed 18% of the basic compensation~ consisting of base pay and longevity pay of police 
cadets and police officers, the plan of benefits has been approved by the Retirement Board's 
actuary as having an adequate financing arrangement. The required contributions were 
reflected in the December 31,2001 actuarial valuation, which satisfied the parameters of the 
Governmental Accounting Standards Board (GASB} Statement No. 27. The Entry Age 
Actuarial Cost Method was used, with the normal cost calculated as a level percentage of 
payroll. 

The actum:inl assumptions included an investment return assumption of 8.0% per year (net of 
administrative expenses), projected salary increases ranging frotn 4% to 22% and averaging 
6.8% per year, and no postretirement cost-of-living adjustments. An inflation assumption of 
4% per year is included in the investment return and salary increase assumptions. The 
actuarial value of ussets was detcnnincd using a method that smooths the effects of short
term volatility in the fair value of investments over a five-year period. The unfunded 
actuarial accmcd liability (UAAL) is amortized with the excess of the total contribution rate 
over the nom1al cost rate. The number of years needed to amortize the UA.AL is determined 
using an open, level percentage of payroll method, assuming that the payroll will increase 
4% per year, and was 18.8 years in the December 31, 200 I actuarial valuation. 

II. Three-Y car Trend Information for the 
Austin Police Retirement System 

I Annual Percentage Contribution as Net !I 

!1---~-i~--~-~~"--~l_c_~_'c_t"<_~_io_nc_}_+!-c_:_:tr_A_i:_;_tc_'_l -t--a_:_;_~c_;yr_"_~_~r_'c--t-o-1~"_;r_;_!~-i~_n__,lll, Ending 

-l. 0913012000 I s~•- !00% 18% so I 
0913012001 ! * 100 18 0 i 
o913012oo2 i =:::..·-- 1 too 1s o J 

*City will be abl~ to detennine these amounts from their accounting system since there is 
no net pension obligation. 
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HI. Schedule of Funding Progress 

Entry Age 
Actuarial Actuarial Accmed Unfunded Annual 

' IUAALasa 
Percentage 

Actuarial Value of Liability AAL I Funded Covered of Covered 
Valuation Assets (AAL) (UAAL) Ratio ' Payrolt Payroll 

Date1 (a) (b) (b- a) I (alb) (c) ((b- a)/c) 

12/3 1!97'·' $168,601,584 $222,703,396 $54,10!,8!21 75.7% $47,188,8!2 114.6% 
12/3 U9935 226,913,439 257,850.]62 30,936,723 l 88.0 54,695,072 
12/31101''6 284,761,203 347,548,177 62,786,974! 81.9 i 69,706,749 

:.The System has biennia! v~h1~1ions. 
~c covered jH>)Toll is based on the :mmnl mtc ofb:m: pay :md longevity p:;y as of the v.ahm!ion CJ.le. 
'Economic :md tlcmogrophic assumptions were revised. 
~Ch:mgcs m plan bt11ef:l prbvisions were effecrivc Scplcmbt."r I, 1997. 
5
Chungcs in plim lx"flcfi! provisions were effective September I. !999, 

bCh;mgcs m plrm OCnefil proviswns \vcrc effective Scptcmbt't l, 2001, 

IV. Actuarial Information Needed for Notes to the Financial Statement as 
Required by Paragraph 20 of GASB 27 

A. PLAN DESCRIPTION 

56.6 
90. I 

The Board of Trustees of the City of Austin Police Retirement System is the 
administrator of a single-employer defined benefit pension plan. The System is 
considered part of the City of Austin's financial reporting entity and is included in the 
City's financial reports as a pension trust fund. The Plan issues a stand alone report 
that is available from the Retirement Board. 

The System was originally established in 1979 by a City Council ordinance. Effective 
August 1991, the System is governed by state law with plan amendments made by the 
Legislature of the State of Texas. The System provides retiremcnt1 death1 disnbilit}' 
and withdrawal benefits. Benefits vest after 10 years of credited service. Participants 
may retire with 23 years of service excluding any military service credit regardless of 
age, or at age 55 with 20 years of service or at age 62. The monthly benefit at 
retirement is payable as a life annuity (modified cash refund). As of December 31, 
2001, the monthly benefit is equal to 3.0% of the highest 36-month average salary 
multiplied by years and months of service. 

I 
I 
I 

I 

'----------------- Rudd and \Visdom, Inc. ----------------' 



Exhibit 22 

Austin Police Retiremem Sj-'Stem 
Disclosures in Accordance tvitlt GASB Statement l'lo. 27 
1Votes to the Financial StatemeJJts for 1/te City of Austin 

for the Fiscal Year Emling September 30, 2002 

Effective September 1, 2001, the RETRO DROP provisions were changed to require 
that a participant must have 23 years of creditable service with the retirement system 
excluding any military service credit on the date the participant elects for the RETRO 
DROP benefit computation date. 

Distributions to officers or their beneficiaries arc aiso available tn the event of total 
rmd permanent disability> provided the officer bus completed 10 years of service or 
the injury was sustained during the perfomwnce of employment duties, or upon 
death. The terms of benefit payments arc detennined by certain elections made by 
the officer, their level of earnings and length of service. Payments to officers or their 
beneficiaries may be increased or decreased annually on an ad hoc basis by the 
amount of increase or decrease in th~ Consumer Price Index, limited to 6% per year, 
nnd subject to the approval of the Retirement Board and the actuary 

Participating members in the System include full-time police officers and cadets 
employed by the police department of the City and employees of the System. The 
following mcinhcrship status of the System was reflected in the actuarial valuation as 
of December 31, 200 I: 

Retirees and beneficiaries currently receiving benefits {279) 
and tenninated employees entitled to future monthly 
benefits ( 10) 

Current participating members 

Total 

B. CONTRIBUTIONS 

289 

I 277 

1,566 

The System is funded by biweekly contributions from the basic compensation, 
consisting of base pay and longevity pay, of police officers and by contributions from 
the City, Under the provisions in eftcct on December 31, 2001, participants are 
required to contribure 9% of their basic compensation to the System. The City is 
required to make contributions equal to 18% of baste compensation and may 
authorize additional contributions. 

Th!! City contribution rate is required by the state law governing the System as of 
December 31, 2001 and may be changed by amendment made by the Legislature of 
the State of Texas. The participant contribution rate must be at least 6% but was 
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increased to 9% effective October 1993 by a recommendation of the Retirement 
Board and an approving vote of the participating members in accordance with the 
state law governing the System. The participant contribution rate may be changed by 
amendment made by the Legislature of the State of Texas or by appropriate actions of 
the Board and the participating members in accordance with the state law governing 
the System. 

While contribution requirements are not actuarially determined, state law requires that 
each plan of benefits adopted by the System must be approved by a qualified actuary. 
The actuary certifies that the contribution commitment by the police officers and the 
City provides an adequate financing arrangement. Using the entry age actuarial cost 
method, the System's normal cost is determined as a percentage of payroll. The 
excess of the total contribution rate over the normal cost rate is used to amortize the 
System's unfunded actuarial accrued liability, and the number of years needed to 
amortize the System's unfunded actuarial accrued liability is determined using an 
open, level percentage of payroll method. Based on the achmrial valuation as of 
December 31, 2001 and the Plan provisions at that date, the normal cost was 20.143% 
of pay and the amortization period was 18.8 years. 
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